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Information asymmetry cause interests imbalance between the company's 
management and external creditors, affecting the efficiency of the debt market 
resource allocation. Accounting conservatism, as one of the characteristics of 
accounting information quality, has the characteristics of underestimating net assets. 
Therefore, accounting conservatism is a constraint mechanism for the company's 
management and prevent the company's management over-optimistic estimates and 
whitewash financial statements, which help to protect the interests of the company's 
external creditors. Auditing is not only the external governance, but also one of the 
mechanisms by which creditors transfer risk. Auditor reputation prevent auditors 
opportunistic behavior. Therefore the auditor reputation, as the representative of the 
quality of the audit, increase the credibility of the audit quality. The Company can 
send positive signals to external creditors through accounting conservatism and high 
auditor reputation to reduce the additional risk premiums caused by information 
asymmetry. Thus, the economic consequences of accounting conservatism and auditor 
reputation in corporate finance activities are of great concern to academics. 
Based on the two accounting conservatism measurement models, this paper uses 
the corporate bonds issued by A-share listed companies in China from 2007 to 2015 
and listed on the Shanghai Stock Exchange and Shenzhen Stock Exchange as a 
sample to study whether the Chinese bond market investors can recognize the firm's 
accounting conservatism and the auditor reputation, and further explore the impact of 
auditor reputation on relationship between accounting conservatism and cost of 
bonds. 
The results show that the accounting conservatism is negatively correlated with 
the cost of bonds and can alleviate the information asymmetry between the creditor 
and the company. This shows that China’s bond market investors can identify the 
company's accounting conservatism. The high auditor reputation represented by the 
‘big four’ has a significant impact on the relationship between accounting 













firms has not been recognized by the investors of China's bond market. High auditor 
reputiation diminishes the relationship between accounting conservatism and cost of 
bonds. Therefore, this paper provides some reference for strengthening the accounting 
conservatism and the external auditor's role in debt management in the bond market. 
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